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fourth of the total amount shall be 
purchased within 60 calendar days of 
the date of approval of membership, 
and that a further sum of not less than 
one-fourth of such total shall be pur-
chased at the end of each succeeding 
period of four months from the date of 
approval of membership. 

(c) Commencement of membership. An 
institution that has been approved for 
membership shall become a member at 
the time it purchases its minimum 
stock requirement or the first install-
ment thereof pursuant to this section. 

(d) Failure to purchase minimum stock 
requirement. If an institution that has 
submitted an application and been ap-
proved for membership fails to pur-
chase its minimum stock requirement 
or its first installment within 60 cal-
endar days of the date of its approval 
for membership, such approval shall be 
null and void and the institution, if it 
wants to become a member, shall be re-
quired to submit a new application for 
membership. 

(e) Reports. The Bank shall make re-
ports to FHFA setting forth purchases 
by institutions approved for member-
ship of their minimum stock require-
ment pursuant to this section and in 
accordance with the instructions pro-
vided in the Data Reporting Manual 
issued by FHFA, as amended from time 
to time. 

§ 1263.21 Issuance and form of stock. 

(a) A Bank shall issue to each new 
member, as of the effective date of 
membership, stock in the member’s 
name for the amount of stock pur-
chased and paid for in full. 

(b) If the member purchases stock in 
installments, the stock shall be issued 
in installments with the appropriate 
number of shares issued after each pay-
ment is made. 

(c) A Bank that has not converted to 
the capital structure authorized by the 
GLB Act may issue stock in certifi-
cated or uncertificated form at the dis-
cretion of the Bank. 

(d) A Bank that has not converted to 
the capital structure authorized by the 
GLB Act may convert all outstanding 
certificated stock to uncertificated 
form at its discretion. 

§ 1263.22 Adjustments in stock hold-
ings. 

(a) Adjustment in general. A Bank may 
from time to time increase or decrease 
the amount of stock any member is re-
quired to hold. 

(b)(1) Annual adjustment. A Bank 
shall calculate annually, in the manner 
set forth in § 1263.20(a), each member’s 
required minimum holdings of stock in 
the Bank in which it is a member using 
calendar year-end financial data pro-
vided by the member to the Bank, pur-
suant to § 1263.31(d), and shall notify 
each member of the adjustment. The 
notice shall clearly state that the 
Bank’s calculation of each member’s 
minimum stock holdings is to be used 
to determine the number of votes that 
the member may cast in that year’s 
election of directors and shall identify 
the State within the district in which 
the member will vote. A member that 
does not agree with the Bank’s calcula-
tion of the minimum stock require-
ment or with the identification of its 
voting State may request FHFA to re-
view the Bank’s determination. FHFA 
shall promptly determine the mem-
ber’s minimum required holdings and 
its proper voting State, which deter-
mination shall be final. 

(2) Redemption of excess shares. If, in 
the case of a Bank that has not con-
verted to the capital structure author-
ized by the GLB Act and after the an-
nual adjustment required by paragraph 
(b)(1) of this section is made, the 
amount of stock that a member is re-
quired to hold is decreased, the Bank 
may, in its discretion and upon proper 
application of the member, retire such 
excess stock, and the Bank shall pay 
for each share upon surrender of the 
stock an amount equal to the par value 
thereof (except that if at any time 
FHFA finds that the paid-in capital of 
a Bank is or is likely to be impaired as 
a result of losses in or depreciation of 
the assets held, the Bank shall on the 
order of FHFA withhold from the 
amount to be paid in retirement of the 
stock a pro rata share of the amount of 
such impairment as determined by 
FHFA) or, at its election, the Bank 
may credit any part of such payment 
against the member’s debt to the Bank. 
The Bank’s authority to retire such ex-
cess stock shall be further subject to 
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the limitations of section 6(f) of the 
Bank Act (12 U.S.C. 1426(f)). 

(c) A member’s stock holdings shall 
not be reduced under this section to an 
amount less than required by sections 
6(b) and 10(c) of the Bank Act (12 U.S.C. 
1426(b), 1430(c)). 

§ 1263.23 Excess stock. 
(a) Sale of excess stock. Subject to the 

restriction in paragraph (b) of this sec-
tion, a member may purchase excess 
stock as long as the purchase is ap-
proved by the member’s Bank and is 
permitted by the laws under which the 
member operates. 

(b) Restriction. Any Bank with excess 
stock greater than 1 percent of its 
total assets shall not declare or pay 
any dividends in the form of additional 
shares of Bank stock or otherwise issue 
any excess stock. A Bank shall not 
issue excess stock, as a dividend or oth-
erwise, if after the issuance, the out-
standing excess stock at the Bank 
would be greater than 1 percent of its 
total assets. 

Subpart E—Consolidations 
Involving Members 

§ 1263.24 Consolidations involving 
members. 

(a) Consolidation of members. Upon the 
consolidation of two or more institu-
tions that are members of the same 
Bank into one institution operating 
under the charter of one of the consoli-
dating institutions, the membership of 
the surviving institution shall con-
tinue and the membership of each dis-
appearing institution shall terminate 
on the cancellation of its charter. Upon 
the consolidation of two or more insti-
tutions, at least two of which are mem-
bers of different Banks, into one insti-
tution operating under the charter of 
one of the consolidating institutions, 
the membership of the surviving insti-
tution shall continue and the member-
ship of each disappearing institution 
shall terminate upon cancellation of 
its charter, provided, however, that if 
more than 80 percent of the assets of 
the consolidated institution are de-
rived from the assets of a disappearing 
institution, then the consolidated in-
stitution shall continue to be a mem-
ber of the Bank of which that dis-

appearing institution was a member 
prior to the consolidation, and the 
membership of the other institutions 
shall terminate upon the effective date 
of the consolidation. 

(b) Consolidation into nonmember—(1) 
In general. Upon the consolidation of a 
member into an institution that is not 
a member of a Bank, where the consoli-
dated institution operates under the 
charter of the nonmember institution, 
the membership of the disappearing in-
stitution shall terminate upon the can-
cellation of its charter. 

(2) Notification. If a member has con-
solidated into a nonmember that has 
its principal place of business in a 
State in the same Bank district as the 
former member, the consolidated insti-
tution shall have 60 calendar days after 
the cancellation of the charter of the 
former member within which to notify 
the Bank of the former member that 
the consolidated institution intends to 
apply for membership in such Bank. If 
the consolidated institution does not 
so notify the Bank by the end of the 
period, the Bank shall require the liq-
uidation of any outstanding indebted-
ness owed by the former member, shall 
settle all outstanding business trans-
actions with the former member, and 
shall redeem or repurchase the Bank 
stock owned by the former member in 
accordance with § 1263.29. 

(3) Application. If such a consolidated 
institution has notified the appropriate 
Bank of its intent to apply for member-
ship, the consolidated institution shall 
submit an application for membership 
within 60 calendar days of so notifying 
the Bank. If the consolidated institu-
tion does not submit an application for 
membership by the end of the period, 
the Bank shall require the liquidation 
of any outstanding indebtedness owed 
by the former member, shall settle all 
outstanding business transactions with 
the former member, and shall redeem 
or repurchase the Bank stock owned by 
the former member in accordance with 
§ 1263.29. 

(4) Outstanding indebtedness. If a 
member has consolidated into a non-
member institution, the Bank need not 
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